CONCLUSIONS

The Market research and analysis, as described in this report, indicate that the composition,
strength, and projected demand for lodging accommodations in Inverness, Florida are sufficient to
support a Hilton Garden Inn Hotel. The following comments highlight the findings that support this
market conclusion.

Market Area Analysis
(Section C)

Whether a new resident or a visitor considering relocation to the City of Inverness, the sense
of community, city park facilities, miles of walking and bicycling trails, planned programs and
activities provide fun for the entire family. Rich in natural resources and recreational opportunities,
the City of Inverness attracts talent and leisure guests from all over the nation.

Through the years, Inverness has become a haven for those seeking a simpler lifestyle, a
friendly community to enjoy their retirement, or a safe home to raise their family. Inverness, which
is ranked in the Top 15 Place To Retire Nationally, may not be along either of Florida’s coasts, but
that doesn’t mean it isn’t near water. The town sits near the almost 11,000-acre lake -- The Flying
Eagle Preserve.
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The southern area of Inverness, site of the proposed hotel, is home to many new and
growing upscale neighborhoods. All of these upscale neighborhoods are within 5-10 minutes of
the proposed hotel site. These neighborhoods include: Baymeadows — located on Eden Drive
about 5 minutes from hotel site; Sweetwater Point — Just past Sandpiper Road off Old Floral City
Road; Rosemont — On Sandpiper Road and across from Inverness Golf Course; Seven Lakes -
Also on Sandpiper Road; The Landings and The Moorings are located on Gospel Island Road

These upscale residential communities will help support the hotel thru visiting friends and
family members of these subdivisions.

Inverness, Florida offers:

B B & T Bank Publix Super Market

Sun Trust Bank Winn Dixie

City National Bank Save a Lot

Regions Bank Sweet Bay Super Market

Bank of America Rutabaga’s Market

Wells Fargo Bank Walmart Super Center

Old Florida National Bank

BBVA Bank Applebee’s Grill & Bar

Iberia Bank Sonny’s Barbecue
Outback Steak House

Citrus County Courthouse And over 40 regional and local restaurants

Citrus County Government

Citrus County Sheriff’s Headquarters

| Most Importantly - NO HOTELS in the City of Inverness, Florida |

The City continues to grow; however, growth is managed and supports the natural habitat.
As new areas are identified for development, the City government ensures that services are
available to support growth and to improve the quality of life for its citizens.

Site and Area Evaluation
(Section D)

The site of the proposed hotel is located at 601 US 41 South in Inverness, Florida. US 41 is
a major “Blue Highway” — reflecting the color of the road asphalt reflection. It was the main
North/South road through North Central Florida prior to the construction of Interstate 75.
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https://www.inverness-fl.gov/DocumentView.aspx?DID=318

The East Property Boundary is the 46 mile Withlacoochee State Trail of hiking, jogging,
bicycling, and horseback riding. A connection to the trail from the hotel site is required to serve the
hotel guests. Various Inverness City Administrators stated they support connectivity to the State of
Florida Trail.

Supply and Demand Analysis
(Section E)

An analysis of 2018, Days of the Week Occupancy for a given month is presented in Tab 7
of the Smith Travel Research Trend Report is the data from the trailing twelve months ending April
20109.

Competitive Hotels

Franchise Date Number
Hotel City Date Opened of
Rooms
Hampton Inn Crystal River Aug 2013 Aug 2013 68
Ascend Collection Crystal River Aug 2013 Jun 1962 196
Holiday Inn Express Crystal River May 2009 May 2009 75
Comfort Suites Dunnellon Feb 2016 Feb 2016 71
Holiday Inn Express Lecanto Dec 2007 Dec 2007 75
Hampton Inn South Ocala Nov 2008 Nov 2008 109
Total
Properties: 6 594

Source: Smith Travel Research, Hendersonville, Tennessee

Daily consistency of excellent occupancy year after year, exhibits stable demand. It has
long been stated in the Hotel Industry:

Occupancy at 40% - The Hotel Loses Money

Occupancy at 50% - The Hotel Breaks Even

Occupancy at 60% - The Hotel Makes Money

Occupancy at 70% - The Hotel Makes A Profit
Occupancy at 80% - New Hotel Competition is Warranted
Occupancy at 90% - The Hotel Guest is Under Served

In the Greater Inverness, Florida, when hotels achieve an 85% occupancy, and above,
a Sold Out Condition is experienced at the hotel.
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Daily Occupancy
Competitive Market Set of Hotels
Inverness, Florida

Current Year Occupancy

Weekly
Sun Mon Tue Wed Thu Fri Sat Average
May - 18 57.3 58.7 69.8 68.6 66.6 74.3 79.6 67.9
Jun - 18 49.8 62.3 64.3 64.9 66.1 86.0 90.3 70.4
Jul - 18 65.4 75.6 77.7 79.2 84.3 96.3 94.5 81.0
Aug - 18 49.7 60.2 61.5 62.7 65.7 89.4 92.7 69.2
Sep - 18 51.1 46.8 53.4 57.3 52.0 66.6 815 58.9
Oct - 18 45.0 55.7 64.8 67.1 66.5 72.1 80.0 64.3
Nov - 18 50.2 61.8 63.4 69.6 70.8 76.2 76.0 67.3
Dec - 18 49.7 57.0 51.5 58.3 61.7 65.2 69.2 58.9
Jan -19 50.9 59.9 59.3 65.8 67.7 74.6 74.3 64.6
Feb- 19 69.9 77.4 82.1 84.0 89.1 86.0 87.5 82.3
Mar - 19 71.4 80.0 84.0 85.3 87.5 95.9 96.3 86.0
Apr - 19 51.6 66.3 72.3 74.4 74.8 88.9 92.7 74.1
Average Prior Year 55.5 63.5 67.2 69.5 70.8 81.4 84.5 70.3
Three Year Occupancy
Weekly
Sun Mon Tue Wed Thu Fri Sat | Average
May 16 — Apr 17 54.7 61.1 65.8 66.9 69.0 83.7 85.5 69.5
May 17 — Apr 18 58.3 65.5 69.3 715 71.6 83.8 84.8 72.1
May 18 — Apr 19 55.5 63.5 67.2 69.5 70.8 81.4 84.5 70.3
Average Past 3 Years 56.2 63.4 67.4 69.3 70.5 83.0 85.0 70.6

Source: Smith Travel Research, Hendersonville, Tennessee — Tab 7 of the Market Trend Report

All Highlighted Data above — The Hotel Makes Money

The data reflects 41 days of the week at 4.3 weeks per month for a total of 176 days of
over 70% occupancy or nearly 50% of the past twelve months (Yellow Highlighted)

Tab 7 reveals 16 days x 4.3 weeks per month for 69 days or nearly 27% of the year
occupancy above 80% (Blue Highlighted)

Tab 7 reveals 7 days of the week at 4.3 weeks per month for a total of 30 days of over 90%
occupancy (a sold out condition) or nearly 8.2% of the past twelve months (Green Highlighted)

The new Select-Service Hilton Garden Inn Hotel will be the leading hotel in the Greater

Inverness, Florida area.
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Ifacilities and Services - Hilton Garden Inn Hotel
(Section F)

The Market research for this Feasibility Study has revealed that there is sufficient demand
for an 80-room First-Class Select-Service Hotel. For the purposes of this study, the developer has
chosen a Hilton Garden Inn Hotel. The Market Research reveals that the hotel should incorporate
the following amenities:

Hotel Amenities

The hotel building should be designed to incorporate as many as possible of the Hilton
Garden Inn Hotel recommended requirements. In addition, each room will offer:

Free High Speed Internet

Free Wi-fi in all Rooms

Work Area with Flexible Ergonomic desk and chairs

Complimentary newspapers

Free Hot Breakfast featuring scrambled eggs, sausage, and other healthy options for Hilton
Honors Members, Non Hilton Honors Members will be charged a reasonable fee for
breakfast

Free Coffee and tea

Mini refrigerator

Microwave

Spacious and modern guest rooms

Comfy mattress, fluffy pillows, cozy blankets and crisp linens

Suites offer separate spaces for work and rest

Large 46” Flat screen TV

In-room hair dryers, irons and ironing boards

Tables and chairs for working or eating

Other exciting amenities for the valued guests include:

Business Center with printing capabilities

Flexible workspaces in the lobby

24/7 Market

Fully equipped fitness center

Swimming Pool with deck and a conversation fire pit.
Knowledgeable, helpful staff

Happy Hour Monday — Thursday providing snacks and beverages
A minimum of 12 bicycle lockers for guest use.

A Horse Water Trough
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Hilton Garden Inn Hotel
Inverness, Florida
Proposed Room Mix

Room Type % Of Mix | Number
King/Sofa 60% 48
Queen/Queen 38% 30
Executive King Suite 2% 2
Total Rooms 80

Source: Interim Hospitality Consultants

Projected Utilization of the Hotel
(Section G)

Based upon the occupancy of the Hilton Garden Inn Hotel, the proposed hotel’s Total Market
Penetration and underlying assumptions are summarized as follows:

1. Leisure: Due to the hotel being marketed as the number-one quality product in the First-
Class Select-Service Hotel classification, the hotel’s projected penetration of fair market
share will range from 104.1% to 104.3% over the five-year projection period.

2. Commercial: The fair market share of commercial business is projected to run from
104.1% to 104.3%. This can be achieved with a professional sales marketing effort. If
for any reason the tourist business declines through seasonality or energy shortages,
state and local commercial solicitation must be made to offset the decline.

3. Occupancy: The projected occupancy should be attainable if the property is built as
described, professionally operated in all facets, and business of the area continues to be
positive. In years 3 to 5, additional competition may materialize to substantially reduce
the projections.

These projections are based on estimates and assumptions developed in connection with the
Feasibility Study. However, certain assumptions may not materialize, and unanticipated events and
circumstances may occur; therefore, actual results achieved during the projection period may vary
from the forecasts, and the variations may be material.
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Hilton Garden Inn Hotel
Inverness, Florida
Projected Average Room Rate
(Current Year Dollars)

Year Occupancy ADR Room Revenue
2021 2% 130.00 2,733,120
2022 73% 134.00 2,856,340
2023 74% 138.00 2,981,900
2024 75% 142.00 3,118,320
2025 76% 146.00 3,240,030

Source: Interim Hospitality Consultants

Financial Analysis
(Section H)

Projections of annual operating returns for the proposed hotel were prepared for five years,
2021 through 2025. The projections are based on the results of operations of comparable facilities and
our conclusions regarding the environment in which the proposed hotel would operate.

Hilton Garden Inn Hotel
Inverness, Florida
Net Operating
Total Income Before Debt
Year Revenue Service
2021 3,622,690 1,084,350 29.9%
2022 3,758,260 1,156,210 30.8%
2023 3,896,180 1,248,090 32.0%
2024 4,046,080 1,339,580 33.1%
2025 4,179,020 1,421,970 34.0%

Source: Interim Hospitality Consultants

Information on Hilton Corporation, the Franchisor for Hilton Garden Inn Hotel is
presented on the following pages.
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SUITES BY HILTON g
*effective December 31,2016

territories
| - 81 hotels in the development pipeline
E=

Home2 Suites by Hilton Salt Lake City-Murray, Utah, USA /n|_|\

- 129 locations in 2 countries and
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